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CIVIL AERONAUTICS BOARD
Reporting requirements for all certified air carriers have been reduced in
accordance with a final rule issued recently by the Board (see the 7/22/80
F e d . Reg., pp.48867-99). Amendments to the Uniform System of Accounts
and Reports for Certified Air Carriers affects three areas. First, air
carrier reporting has been reduced by eliminating ten report schedules
from the CAB Form 41 Report and restricting two other schedules to
subsidized carriers only and by eliminating requirements to file certain
statements that describe accounting and reporting procedures used in
preparing reports filed with the Board. Second, a new statistical schedule
was adopted for the purpose of obtaining market data from small carriers
and new entrants. Lastly, the amount of data contained in monthly financial
reports has been decreased. The rule is effective 10/1/80. For additional
information contact Clifford Rand at 202/673-6042.
COST ACCOUNTING STANDARDS BOARD
Increased uniformity in accounting for the acquisition costs of assets is sought
by the application of a Standard recently adopted by the Board, (see the 7/21/80
Fed. Reg., pp.48573-75). Cost Accounting Standard No. 417 is one in a series
being issued pursuant to section 719 of the Defense Production Act of 1950.
The Standard provides for the determination of an imputed cost of money to
be included in the capitalized cost of acquisition of assets developed,
fabricated or constructed for a contractor’s own use. The Standard is
effective 12/15/80. For additional information contact Paul McClenon at
202/275-5537.
Clarification of Cost Accounting Standard 410, Allocation of General and
Administrative Expenses to Final Cost Objectives has been proposed recently
by the Board, (see the 7/24/80 Fed. Reg., pp.49274-75).
In response to
a request from the Defense Contract Audit Agency, a review of the implementation
of CAS 410 regarding the selection of the proper allocation based for the G&A
expense pool was made, and the need for clarification found by the Board.
The published proposal seeks to resolve unsettled questions and reduce
potential disputes. Comments are requested by 8/25/80. For additional
information contact Clark Adams at 202/275-5418.
Uniformity in the allocation of certain home office expenses to organization
segments is the intention of a proposed amendment by the Board to its Cost
Accounting Standard No. 403, (see the 7/27/80 F ed. Reg., pp.49573-77).
Although the allocation of the cost of State and local income taxes and
franchise taxes from the home office to the various segments of an
organization is governed by CAS 403, in practice the standard has not
accomplished its goal of creating uniformity. The proposed amendment
requires a single method of allocating the cost of State and local income
taxes and franchise taxes. The Board continues to be convinced that the
nature of State income tax is essentially the same for all companies and
therefore, this expense should be allocated by the same technique. The Board
is revising the language of CAS 403 to clarify its original intent. Comments
are requested by 8/25/80. For additional information contact Bertold
Bodenheimer at 202/275-5508.
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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Adoption of a supervisory policy for the assessment of civil money penalties
by the five Federal agencies supervising financial institutions represented
on the Council was recommended in a Council news release on 7/23/80. Under
the Financial Institutions Regulatory and Interest Rate Control Act of
1978 (FIRA) the Federal financial institutions regulatory agencies are
authorized to access money penalties for various violations of Federal
statutes. These statutes include, the Change in Bank Control Act, the
Change in Savings and Loan Control Act, the Savings and Loan Holding
Company Act, the National Bank Act, the Bank Holding Company Act and the
Federal Reserve Act. To promote consistency in the assessment of
penalties (which can be up to $10,000 per day under the change in Bank
Control Act), the Council recommends that the policy specify factors to
be considered in determining whether and in what amounts the penalties
should be assessed. Additionally, the policy should establish procedures
by which each agency can advise the other agencies of its activities
by exchanging detailed reports on assessment activity. A schedule of
penalties was not proposed by the Council, since statutory provisions
authorizing the penalties require a case by case review of each violation
taking into account such matters as good faith, size of the institution
involved and its ability to pay.
GENERAL ACCOUNTING OFFICE
"Problems in Implementing Regulatory Accounting and Cost Systems for Railroads"
is the subject title of a 7/17/80 General Accounting Office (GAO) Report to
Congress. The report states that the ICC recently revised its regulatory
accounting system and is in the midst of establishing a new costing system
to develop information needed to judge rates for railroad services. The
report concludes however, that "if major new accounting and costing require
ments are introduced too soon, the railroad industry could be burdened with
complex and difficult reporting requirements which do not necessarily serve
Federal regulatory needs."
In a related matter, the House of Representatives, by a vote of 207-194
on 7/24/80, approved an amendment to HR 7235, the "Rail Act of 1980", which
according to its sponsors, will limit the railroads ability to charge
excessively high rates and protect shippers who primarily use the railroads.
Supporters of the original bill, including its author, Rep. James Florio
(D-NJ), are reported as planning to reverse the recent House action, dis
agreeing with critics of the bill and certain that the recent amendment
destroys the necessary deregulation of the railroad industry. The bill,
originally introduced by Rep. Florio on 5/1/80, contains provisions for a
uniform accounting system for railroads and a railroad cost accounting
standards board.
GENERAL SERVICES ADMINISTRATION
The 1980 edition of the Guide to Record Retention Requirements is now available
from the Government Printing Office. The Guide, in digest form, identifies
provisions of Federal laws and regulations relating to the keeping of records
by the public.
It tells the user what records must be kept, who must keep
them and how long they must be retained. The Guide is derived from
regulations published by the various agencies through 12/31/79. The Guide
may be purchased from the Superintendent of Documents, U.S. GPO, Washington,
D.C. 20402, for $4 per copy.
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INTERSTATE COMMERCE COMMISSION
A revised notice of proposed interpretation of statutory minimum railroad rate
provisions was recently released by the ICC, (see the 7/21/80 Fed. Reg.,
pp.48676-77). The revised notice states the Commission’s intention to
focus on the minimum rate provisions of Section 202 (b) of the Railroad
Revitalization Act of 1976. This notice supercedes a previous notice
reported in the 7/7/80 Washington Report. Comments will be received
until 8/20/80. For additional information contact Richard Felder at
202/275-7693.
TREASURY, DEPARTMENT OF
A public hearing on proposed regulations for qualified group legal services
plans has been announced by the IRS, (see the 7/25/80 Fed. Reg., pp.49596-97).
The hearing, scheduled for 9/4/80 will be held at 10:00 a.m. in the IRS
auditorium, 7th floor, Internal Revenue Building, 1111 Constitution Avenue,
Washington, D.C.
The proposed regulations were published on 4/29/80,
and deal with establishment and participation in legal services plans (see
the 5/5/80 Wash. Rpt.). Outlines of oral comments for those wishing to
speak at the meeting must be submitted by 8/22/80. For additional information
contact Charles Hayden at 202/566-3935.
Nearly half of the $188.6 billion collected in individual Federal income
taxes in 1978, was paid by taxpayers in the top 10% income bracket,
those making $29,414 or more, according to the Tax Foundation. While
the highest 10% paid 49.7% of individual income taxes in 1978 the top
50% of taxpayers paid almost 94% of the tax burden of $176 billion.
The lower 50% of U.S. taxpayers, those earning $10,959 or less paid
6.5% of all individual Federal income taxes down from 8.4% five years
earlier. The Foundation figures also show that the higher the income
bracket the more average tax paid by individuals in that group increased
over five years. The average tax for all taxpayers in 1978 was $2,098
which was 57% higher than the average tax paid in 1973. Other trends
reported over the 5 years between 1973 and 1978 included: an 11% increase
in returns from 81 to 90 million, a national population rise of 4% and a
rise of 58% in adjusted gross income with an increase in tax collections
of 74%. Federal income taxes claimed 13.1% of adjusted gross income in
1973 and 14.5% in 1978.
Regulations relating to the disclaimer of property conferred by gift or
inheritance have been proposed recently by the IRS (see the 7/22/80
F e d . Reg., pp.48922-30). The regulations are intended to provide the
public with the guidance necessary to comply with the Tax Reform Act of
1976 and the Revenue Act of 1978. A disclaimer is the refusal to accept
property or an interest in property conferred by gift, will or operation
of law. Comments are requested by 9/22/80. For additional information
contact Kyllikki Kusma at 202/566-3287.
Disclosure of tax information by tax return preparers pursuant to an order
of a court, or Federal or State agency will be exempt frcm the criminal
liability of Code Section 7216, as a result of regulations recently
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adopted by the IRS, (see the 7/25/80 Fed. Reg., pp.49547-48). The adopted
amendments to IRS regulation, Section 301.7216-2(c)(n), provide exemptions
from Section 7216, criminal liability for disclosure, without the formal
consent of the taxpayer. These amendments are similar to amendments
adopted earlier this year allowing disclosure by attorneys and accountants
within their firms, (see the 2/25/80 Wash. Rpt.). Permissible disclosure
must be pursuant to an administrative order, demand summons, or subpoena
issued by any state agency which deals with licensing registration or
regulation of tax return preparers. The amendments are effective as of
1/1/72. For additional information contact Jacole Feldman at 202/566-3289.

SPECIAL:

DOE USE OF CONSULTANTS DISMAYS JOINT CONGRESSIONAL HEARING

The "potential for conflicts of interest" in the Federal Government's use of
consultants was the focus of a joint Congressional inquiry, conducted
by Sen. David Pryor (D-ARK) and Rep. Herb Harris (D-VA) on 7/22/80. In
a continuation of their 18-month inquiry, Sen. Pryor and Rep. Harris
questioned officials of the Departments of Energy and Transportation
about their use of outside consultants and contractors. Both men
stressed that the hearing would not concern itself with the fact that
DOE apparently spends 80% of its budget on contracts, but instead
would object to the current practice which allows private contractors,
"a shadow government of millions of nameless employees", to avoid
the disclosures required of public officials under the Ethics in Government
Act of 1977. Rep. Harris stated that the "Congressional intent has been
seriously subverted" by the absence of necessary individual disclosure
and that "there is a larger issue of organizational conflicts of interest".
Rep. Harris stated that "million dollar support service contracts are used
by the DOE to develop department budgets, to write Congressional testimony
and to prepare reports to Congress." Rep. Harris went on to say that
certain companies holding major DOE contracts worked simultaneously for
utilities, oil companies, and "even for the OPEC countries' oil companies".
Both Sen. Pryor and Rep. Harris expressed dissatisfaction with the apparent
lack of formal conflict of interest determinations by DOE, Sen. Pryor at
one point stating that he was "horrified". Additional hearings can be
anticipated as no hearings have yet been held on legislation recently
introduced by both men, S.2880 and HR 7674, (see the 6/30/80 W ash. Rpt.).
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For additional information contact:
Gina Rosasco, Jim Kovakas, Nick Nichols
or Teresa Travers
202/872-8190
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